Report of the auditor-general to the Northern Cape Provincial Legislature 
and the council on the Kgatelopele Local Municipality 


Report on the audit of the financial statements 


Disclaimer of opinion 

1. I was engaged to audit the financial statements of the Kgatelopele Local Municipality set out on 
pages x to x, which comprise the statement of financial position as at 30 June 2019, the 
statement of financial performance, statement of changes in net assets, cash flow statement and 
statement of comparison of budget information with actual information for the year then ended, 
as well as the notes to the financial statements, including a summary of significant accounting 
policies. 

2. I do not express an opinion on the financial statements of the municipality. Because of the 
significance of the matters described in the basis for disclaimer of opinion section of this auditor’s 
report, I was unable to obtain sufficient appropriate audit evidence to provide a basis for an audit 
opinion on these financial statements. 

Disclaimer of opinion 

Cash and cash equivalents 

3. During 2018, I was unable to obtain sufficient appropriate audit evidence for cash and cash 
equivalents disclosed due to the poor status of the accounting records. I could not confirm the 
cash and cash equivalents disclosed by alternative means. Consequently, I was unable to 
determine whether any further adjustments were necessary to cash and cash equivalents stated 
at R14 242 249. My opinion on the current year financial statements was also modified because 
of the possible effect of this matter on the comparability of the cash and cash equivalents for 
the current period. 

Property, plant and equipment 

4. The municipality did not accurately account for all restatements made in accordance with GRAP 
3, Accounting policies, changes in accounting estimates and errors. Restatements was made to 
all categories of property plant and equipment. The municipality did not disclose all these 
restatements made to property plant and equipment in the prior period error note 42,1 was unable 
to determine the full extend of the disclosure. 

Receivables from exchange transaction - consumer debtors 

5. I was unable to obtain sufficient appropriate audit evidence for receivables from exchange 
transactions as the municipality did not have adequate systems to maintain records for 
receivables from exchange transactions. I was unable to confirm the amount disclosed by 
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alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to receivables from exchange transactions, stated at R6 895112 
(2018: R27 994 345) in the financial statements. Additionally, I could not obtain sufficient and 
appropriate audit evidence for the calculation for doubtful debts. Consequently, I was unable to 
determine whether any adjustment was necessary to impairment loss/ reversal of impairments 
stated at R37 216 473 (2018: R23 555 208). 

6. I was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for receivables from exchanges transactions - consumer debtors, and 
impairment. As described in note 42 to the financial statements, the restatement was made to 
rectify a previous year’s misstatement, but the restatement could not be substantiated by 
sufficient appropriate audit evidence. I was unable to confirm the restatement by alternative 
means. Consequently, I was unable to determine whether any adjustment was necessary to the 
receivables from exchange transactions - consumer debtors corresponding figure stated at 
R27 994 345 in the financial statements. In addition, the municipality did not accurately account 
for all restatements made in accordance with GRAP 3, Accounting policies, changes in 
accounting estimates and errors, as not all restatements made to receivables from exchange 
transactions and related impairment was disclosed in the prior period error note 42. 

7. During 2018, the municipality did not have adequate systems to maintain records of accounts 
receivable from exchange transactions. The municipality recorded service charges on properties 
belonging to the municipality as receivables. This resulted in receivables and revenue from 
exchange transactions being misstated. Additionally, the municipality incorrectly recorded 
impairment for receivables from non-exchange transactions as part of receivables from 
exchange transactions. I was unable to determine the full extent of the misstatement as it was 
impracticable to do so. 

Receivables from non-exchange transactions 

8. \ was unable to obtain sufficient appropriate audit evidence for receivables from non-exchange 
transactions as the municipality did not have adequate systems to maintain records for 
receivables from non-exchange transactions. I was unable to confirm the amount disclosed by 
alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to receivables from non-exchange transactions, stated at negative R3 707 620 (2018: 
R17 146 758) in the financial statements. 

9. I was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for receivables from non-exchanges transactions. As described in note 42 
to the financial statements, the restatement was made to rectify a previous year’s misstatement, 
but the restatement could not be substantiated by supporting audit evidence. I was unable to 
confirm the restatement by alternative means. Consequently, I was unable to determine whether 
any adjustment was necessary to the receivables from non-exchange transactions 
corresponding figure, stated at R17 146 758 in the financial statements. In addition, the 
municipality did not accurately account for all restatements made in accordance with GRAP 3, 
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Accounting policies, changes in accounting estimates and errors, as not alE restatements made 
to receivables from non-exchange transactions was disclosed in the prior period error note 42. 

10. During 2018, the municipality did not have adequate systems to maintain records of accounts 
receivable from non-exchange transactions. The municipality did not record all receivables 
transactions accurately as differences were noted between debtors’ statements and recorded 
amounts. This resulted in receivables and revenue being understated by R1 657 753 for the 
comparative year. 

Payables from exchange transactions 

11.1 was unable to obtain sufficient appropriate audit evidence for payables from exchange 
transactions due to the poor status of the accounting records. I could not oonfirm the payables 
from exchange transactions by alternative means. Consequently, I was unable to determine 
whether any further adjustments were necessary to payables from exchange transactions, stated 
at R24 433 069 {2018: R45 417 975) in the financial statements. 

12.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for payables from exchanges transactions. As described in note 42 to the 
financial statements, the restatement was made to rectify a previous year’s misstatement, but 
the restatement could not be substantiated by supporting audit evidence. I was unable to confirm 
the restatement by alternative means. Consequently, I was unable to determine whether any 
adjustment was necessary to the payables from exchange transactions corresponding figure, 
stated at R45 417 975 in the financial statements. In addition, the municipality did not accurately 
account for all restatements made in accordance with GRAP 3, Accounting policies, changes in 
accounting estimates and errors, as not all restatements made to payables from exchange 
transactions was disclosed in the prior period error note 42. 

Revenue from exchange transactions 

13.1 was unable to obtain sufficient appropriate audit evidence for revenue from exchange 
transactions relating to service charges as the municipality did not have adequate systems to 
maintain records for these transactions. I was unable to confirm these amounts disclosed by 
alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to revenue from exchange transactions for service charges, stated at R38 323 571 
(2018: R37 047 952) in the financial statements. 

14. i was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for revenue from exchange transactions relating to rental income. As 
described in note 42 to the financial statements, the restatement was made to rectify a previous 
year’s misstatement, but the restatement could not be substantiated by supporting audit 
evidence. I was unable to confirm the restatement by alternative means. Consequently, I was 
unable to determine whether any adjustment was necessary to the revenue from exchange 
transactions relating to rental income corresponding figure, stated at R174 850 in the financial 
statements. In addition, the municipality did not accurately account for all restatements made in 
accordance with GRAP 3, Accounting policies, changes in accounting estimates and errors, as 


3 


not all restatements made to revenue from exchange transactions was disclosed in the prior 
period error note 42. 

Revenue from non-exchange transactions 

15.1 was unable to obtain sufficient appropriate audit evidence for revenue from non-exchange 
transactions relating to property rates as the municipality did not have adequate systems to 
maintain records for these transactions. I was unable to confirm these amounts disclosed by 
alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to revenue from non-exchange transactions for property rates, stated at R11 840 114 
in the financial statements. 

16.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for revenue from non-exchange transactions relating to public contributions 
and donations. The restatement was made to comparative amounts, but the restatement could 
not be substantiated by sufficient supporting audit evidence. I was unable to confirm the 
restatement by alternative means. Consequently, I was unable to determine whether any 
adjustment was necessary to the revenue from non-exchange transactions relating to public 
contributions and donations corresponding figure, stated at R3 088 480 in the financial 
statements. In addition, the municipality did not accurately account for all restatements made in 
accordance with GRAP 3, Accounting policies, changes in accounting estimates and errors, as 
not all restatements made to revenue from non-exchange transactions was disclosed in the prior 
period error note 42. 

General expenditure 

17.1 was unable to obtain sufficient appropriate audit evidence for expenditure relating to general 
expenditure as the municipality did not have adequate systems to maintain records for general 
expenses. I was unable to confirm this amount disclosed by alternative means. Consequently, I 
was unable to determine whether any adjustment was necessary to general expenses, stated as 
RIO 870 271 (2018: R12 083 487) in the financial statements. 

18.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for general expenditure. The restatement was made to comparative 
amounts, but the restatement could not be substantiated by sufficient supporting audit evidence. 
I was unable to confirm the restatement by alternative means. Consequently, I was unable to 
determine whether any adjustment was necessary to the general expenditure corresponding 
figure, stated at R12 083 487 in the financial statements. In addition, the municipality did not 
accurately account for all restatements made in accordance with GRAP 3, Accounting policies, 
changes in accounting estimates and errors, as not all restatements made to general expenditure 
was disclosed in the prior period error note 42. 

19. During 2018, the municipality did not accurately account for expense transactions in accordance 
with GRAP 1, Presentation of financial statements. The municipality did not recognise 
expenditure exclusive of VAT. General expenses were overstated by R474 890. This had an 
impact on VAT receivables, payables from exchange transactions and the surplus for the period. 
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Bulk purchases 

20.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for bulk purchases. The restatement was made to comparative amounts, 
but the restatement could not be substantiated by sufficient supporting audit evidence. I was 
unable to confirm the restatement by alternative means. Consequently, I was unable to 
determine whether any adjustment was necessary to the bulk purchases corresponding figure, 
stated at R20 933 592 in the financial statements. In addition, the municipality did not accurately 
account for all restatements made in accordance with GRAP 3, Accounting policies, changes in 
accounting estimates and emors, as not all restatements made to bulk purchases was disclosed 
in the prior period error note 42. 

21. During 2018,1 was unable to obtain sufficient appropriate audit evidence for expenditure relating 
to bulk purchases as the municipality did not have adequate systems to maintain records for bulk 
purchases. I was unable to confirm these amounts disclosed by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to bulk 
purchases, stated as R20 933 592 in the financial statements. 

Bad debts written off 

22. The municipality did not accurately account for all restatements made in accordance with GRAP 
3, Accounting policies, changes in accounting estimates and errors, as not all restatements made 
to bad debts written off was disclosed in note 42. In addition, I was unable to obtain sufficient 
appropriate audit evidence for the restatement of the corresponding figure for bad debts written 
off. The restatement was made to comparative amounts, but the restatement could not be 
substantiated by sufficient supporting audit evidence. I was unable to confirm the restatement by 
alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to the bad debts written off corresponding figure, stated at R4 535 644 in the financial 
statements. 

Employee-related cost 

23.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for employee-related cost. As described in note 42 to the financial 
statements, the restatement was made to rectify a previous year’s misstatement, but the 
restatement could not be substantiated by supporting audit evidence. I was unable to confirm the 
restatement by alternative means. Consequently, I was unable to determine whether any 
adjustment was necessary to employee-related cost corresponding figure, stated at R26188 820 
in the financial statements. In addition, the municipality did not accurately account for all 
restatements made in accordance with GRAP 3, Accounting policies, changes in accounting 
estimates and errors, as not all restatements made to employee-related costs was disclosed in 
the prior period error note 42. 

24. During 2018,1 was unable to obtain sufficient appropriate audit evidence for expenditure relating 
to employee-related cost for basic salary, allowances, long service awards as well as leave pay 
provision charges, as the municipality did not have adequate systems to maintain records for 
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these transactions. I was unable to confirm these amounts disclosed by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to expenditure 
relating to employee-related costs, restated at R 18 513 868 in note 28 to the financial 
statements. 

Provisions 

25. The municipality did not accrue accurately for leave provision, as required by GRAP 19, 
Provisions, contingent liabilities and contingent assets. The effect on the financial statements 
was that the leave provision and employee related cost was understated by R1 532 563. 
Additionally, there was an impact on the surplus for the period and the accumulated surplus. 

26.1 was unable to obtain sufficient appropriate audit evidence for the restatement of the 
corresponding figure for provisions. As described in note 42 to the financial statements, the 
restatement was made to rectify a previous year’s misstatement, but the restatement could not 
be substantiated by supporting audit evidence. I was unable to confirm the restatement by 
alternative means. Consequently, I was unable to determine whether any adjustment was 
necessary to the provisions corresponding figure, stated at R5 921 258 in the financial 
statements. In addition, the municipality did not accurately account for all restatements made in 
accordance with GRAP 3, Accounting policies, changes in accounting estimates and errors, as 
not all restatements made to provisions was disclosed in the prior period error note 42. 

27. During 2018,1 was unable to obtain sufficient appropriate audit evidence for the provision for the 
environmental rehabilitation, as the municipality did not maintain records of assumptions used in 
the calculation of provisions. I could not confirm the amounts by alternative means. 
Consequently, I was unable to determine whether any adjustment was necessary to provision 
for the environmental rehabilitation, stated at R2 704 540 in note 16 to the financial statements. 
In addition, the municipality did not record provisions in accordance with GRAP 19, Provisions, 
contingent assets and liabilities. Provisions for landfill site were not accurately recorded in the 
financial statements as unwinding discount (interest) was not recorded. I was unable to 
determine the full extent of the understatement as it was impracticable to do so. 

VAT receivable 

28.1 was unable to obtain sufficient appropriate audit evidence for VAT receivables, as the 
municipality did not have adequate systems to maintain records for VAT. I could not confirm the 
amounts by alternative means. Consequently, I was unable to determine whether any adjustment 
was necessary to VAT receivable, stated at R9 412 493 (2018: R5 978 751) in the financial 
statements. 

Irregular expenditure 

29. In terms of section 125(2)(d)(i) of the Municipal Finance Management Act of South Africa, 2003 
(Act no. 56 of 2003) (MFMA), the municipality is required to disclose particulars of irregular 
expenditure in the notes to the financial statements. The municipality incurred expenditure in 
contravention of the supply chain management (SCM) requirements. This was not included in 
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the irregular expenditure disclosed in note 48 to the financial statements. I was unable to 
determine the full extent of the understatement for the current as well as previous years as it was 
impracticable to do so. 

Unauthorised expenditure 

30. In terms of section 125(2)(d)(i) of the MFMA, the municipality is required to disclose particulars 
of unauthorised expenditure in the notes to the financial statements. The municipality incurred 
expenditure in excess of the budget in the previous year. This was not included in the 
unauthorised expenditure disclosed in note 46 to the financial statements. In addition, the 
municipality incorrectly calculated unauthorised expenditure in the current year, resulting in 
unauthorised expenditure for the current year being understated. I was unable to determine the 
full extent of the understatement for the current as well as previous years as it was impracticable 
to do so. 

Fruitless and wasteful expenditure 

31. During 2018,1 was unable to obtain sufficient appropriate audit evidence for fruitless and wasteful 
expenditure, as the municipality did not maintain an accurate register that supports the amount 
disclosed. I could not confirm the amounts by alternative means. Consequently, I was unable to 
determine whether any adjustment was necessary to fruitless and wasteful expenditure in the 
previous year, stated at R4 345 108 in note 47 to the financial statements. 

Deviations from SCM regulations 

32. During 2018, the MFMA requires the accounting officer to record the reasons for any deviations 
in terms of SCM regulation 36(1 )(a) and (b) and include them as a note to the financial 
statements. The municipality deviated from SCM requirements. The municipality did not disclose 
all deviations in note 49 to the financial statements. I was unable to determine the full extent of 
the understatement for the previous year as it was impracticable to do so. 

Distribution losses 

33. In terms of section 125(2)(d) of the MFMA, the municipality is required to disclose particulars of 
losses in the notes to the financial statements. This was not disclosed as part of additional 
disclosures in note 49, resulting in distribution losses for the current and previous year being 
understated. I was unable to determine the full extent of the understatement for the current as 
well as previous years as it was impracticable to do so. 

Cash flow statement 

34.1 was unable to obtain sufficient appropriate audit evidence for the current and previous year 
regarding the cash flow statements as well as differences between my calculations and amounts 
disclosed in the cash flow statement. I was unable to confirm the cash flow statement by 
alternative means. Consequently, I was unable to determine whether any adjustments were 
necessary to the cash flow statement in the financial statements. 
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Statement of change in net assets 

35.1 was unable to obtain sufficient appropriate audit evidence for the transactions included in the 
statement as the municipality did not maintain records of differences between the underlying 
records as well as correction of errors made. I could not confirm the amounts by alternative 
means. Consequently, I was unable to determine whether any adjustment was necessary to 
these amounts. 

Emphasis of matter 

36.1 draw attention to the matter below. My opinion is not modified in respect of this matter. 

Uncertainty relating to the future outcome of litigations 

37 With reference to note 40 to the financial statements, the municipality is the defendant in cases 
against it and is opposing these claims as it believes them to be invalid. The ultimate outcome 
of the matters cannot presently be determined and no provision for any liability that may result 
has been made in the financial statements. 

Other matters 

38.1 draw attention to these matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosure notes 

39. In terms of section 125(2)(e) of the MFMA, the municipality is required to disclose particulars of 
non-compliance with the MFMA in the financial statements. This disclosure requirement did not 
form part of the audit of the financial statements and, accordingly, I do not express an opinion on 
it. 

Unaudited supplementary schedules 

40. The supplementary information set out on pages x to x does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and, 
accordingly, I do not express an opinion on them. 

Responsibilities of the accounting officer for the financial statements 

41. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with Standards of GRAP and the requirements of the MFMA and the 
Division of Revenue Act of South Africa, 2017 (Act no. 3 of 2017) (DoRA), and for such internal 
control as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

42. In preparing the financial statements, the accounting officer is responsible for assessing the 
Kgatelopele municipality’s ability to continue as a going concern, disclosing, as applicable, 
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matters relating to going concern and using the going concern basis of accounting unless the 
appropriate governance structure either intends to liquidate the municipality or to cease 
operations, or has no realistic alternative but to do so. 

Auditor-general’s responsibilities for the audit of the financial statements 

43. My responsibility is to conduct an audit of the financial statements in accordance with the 
International Standards on Auditing and to issue an auditor’s report. However, because of the 
matters described in the basis for disclaimer of opinion section of this auditor’s report, I was 
unable to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion on 
these financial statements. 

44.1 am independent of the municipality in accordance with sections 290 and 291 of the International 
Ethics Standards Board for Accountants’ Code of ethics for professional accountants, and parts 
1 and 3 of the International Ethics Standards Board for Accountants’ International code of ethics 
for professional accountants (including International Independence Standards) (IESBA codes), 
as well as the ethical requirements that are relevant to my audit of the financial statements in 
South Africa. I have fulfilled my other ethical responsibilities in accordance with these 
requirements and the IESBA codes. 


Report on the audit of the annual performance report 


Introduction and scope 

45. In accordance with the Public Audit Act of South Africa, 2004 (Act no. 25 of 2004) (PAA) and the 
general notice issued in terms thereof, I have a responsibility to report material findings on the 
reported performance information against predetermined objectives for the selected key 
performance area presented in the annual performance report. I performed procedures to identify 
findings but not to gather evidence to express assurance. 

46. My procedures address the reported performance information, which must be based on the 
approved performance planning documents of the municipality. I have not evaluated the 
completeness and appropriateness of the performance indicators included in the planning 
documents. My procedures also did not extend to any disclosures or assertions relating to 
planned performance strategies and information in respect of future periods that may be included 
as part of the reported performance information. Accordingly, my findings do not extend to these 
matters. 

47 I evaluated the usefulness and reliability of the reported performance information in accordance 
with the criteria developed from the performance management and reporting framework, as 
defined in the general notice, for the following selected key performance area presented in the 
annual performance report of the municipality for the year ended 30 June 2019: 


9 



Key performance area (KPA) 

Pages in the annual 
performance report 

KPA 1 - basic service delivery: service delivery and 
infrastructure development 

X-X 


48.1 performed procedures to determine whether the reported performance information was properly 
presented and whether performance was consistent with the approved performance planning 
documents. I performed further procedures to determine whether the indicators and related 
targets were measurable and relevant, and assessed the reliability of the reported performance 
information to determine whether it was valid, accurate and complete. 

49. The material findings in respect of the usefulness and reliability of the selected key performance 
area are as follows: 

KPA1 - basic service delivery: service delivery and infrastructure development 

Various indicators 

50. The indicators (KPI) listed below were approved in the service delivery and budget 
implementation plan (SDBIP) but were not consistent when compared to the indicators included 
in the annual performance report. The changes were also not approved. 


KPI 

no. 

Planned KPI per SDBIP 

Reported KPI per annual performance report 

1 

80% of households billlig. Compliance 
with SANS 241-:2015 requirements 

Provide clean piped water to all formal 
residential properties which are connected to 
the municipal water infrastructure network 

2 

80% of formal residential properties 
connected to the municipal electrical 
infrastructure network (credit and prepaid 
electrical metering) 

Provide electricity to formal residential 
properties connected to the municipal electrical 
infrastructure network for both credit and 
prepaid electrical metering 

3 

80% of properties which are billed for 
sewerage in accordance with the 

SAMRAS financial system 

Provide sanitation services to properties which 
are connected to the municipal waste water 
(sanitation/sewerage) network 

4 

80% Collection and disposal of waste 
from all properties with municipal 
account as at 30 June 2019 

Collection and disposal of waste from all 
properties in the municipal areas 

g 

Replacing asbestos pipes with HDPe 
pipes 

Refurbishment of water service infrastructure 
phase 4 
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KPI 

no. 

Planned KPI per SDBIP 

Reported KPI per annual performance report 

10 

Increased capacity from 723m 3 per day 
in to 12779.51 m 3 per day of oxidation 
ponds 

Upgrading of the existing waste water 
treatment works 

11 

Waste management 

Closure of existing landfill site and 
establishment of new Danielskuil waste site 

12 

Sufficient electricity supply 

Upgrading and refurbishment of the existing 
electrical main sub-station 


Upgrading of the existing waste water treatment works by 30 June 2019 

51. The target approved in the service delivery and budget implementation plan was, expand the 
capacity of the existing oxidation ponds and improving the living standards of the residents in 
Kuilsville, Tlhakalatlou and Danielskuil by 30 June 2019. However, the target reported in the 
annual performance report was upgrading of the existing waste water treatment works by 30 
June 2019. 

Various indicators 

52. The planned target for the indicators listed below were not specific in clearly identifying the nature 
and required level of performance. Due to these targets not being specific, I could not determine 
if reported measures taken to improve performance should have been included in the report. 
Consequently, I was unable to determine whether any adjustments were required to the reported 
measures taken to improve performance: 


KPI 

no. 

Indicator description 

Planned target per SDBIP 

Achieved outcome per 
the annual 

performance report 

1 

Provide clean piped water 
to all formal residential 
properties which are 
connected to the municipal 
water infrastructure network 

Provide clean piped water to 
formal residential properties 
which are connected to the 
municipal water network as at 

30 June 2019 

Full compliance with 
SANS 241-:2015 
requirements 

2 

Provide electricity to formal 
residential properties 
connected to the municipal 
electrical infrastructure 
network for both credit and 
prepaid electrical metering 

Provide electricity to formal 
residential properties connected 
to the municipal electrical 
infrastructure network for both 
credit and prepaid electrical 
metering as at 30 June 2019 

(3 574) Total number of 
both credit and prepaid 
electrical metering 


11 














KPI 

no. 

Indicator description 

Planned target per SDBIP 

Achieved outcome per 
the annual 

performance report 

3 

Provide sanitation services 
to residential properties 
which are connected to the 
municipal waste water 
(sanitation/sewerage) 
network 

Provide sanitation services to 
residential properties which are 
connected to the municipal waste 
water (sanitation/sewerage) 
network as at 30 June 2019 

(3 014) Total number of 
households provided 
with collection and 
disposal of waste 

4 

Collection and disposal of 
waste from al properties in 
the municipal areas 

80% collection and disposal of 
waste from all properties with 
municipal account as at 

30 June 2019 

2 795 total number of 
households provided 
with collection and 
disposal of waste 

5 

Provide free basic water in 
terms of the equitable share 
requirements to indigent 
account holders 

Provide free basic water in terms 
of the equitable share 
requirements to indigent account 
holders by 30 June 2019 

1 350 indigents 
registered 

10 

Upgrading of the existing 
waste water treatment 
works 

Expand the capacity of the 
existing oxidation ponds and 
improving the living standards of 
the residents in Kuilsville, 
Tlhakalatlou and Danielskuil by 

31 December 2018 

85% project work done 

12 

Upgrading and 
refurbishment of the 
existing electrical main sub¬ 
station 

Upgrading and refurbishment of 
the existing electrical main sub¬ 
station by 30 June 2019 

Final budget 
quote/estimate was 
received from Eskom 
on 05/May/2019 


Various indicators 

53. The source information, evidence and method of calculation for achieving the planned indicator 
was not clearly defined for the indicators listed below. This was due to a lack of technical indicator 
descriptions that predetermined how the achievement would be measured, monitored and 
reported. 


KPI 

no. 

Indicator name per the annual performance report 

Reported achievement per the 
annual performance report 

1 

Provide clean piped water to all formal residential 
properties which are connected to the municipal 
water infrastructure network 

Full Compliance with SANS 
241-:2015 requirements 

2 

Provide electricity to formal residential properties 
connected to the municipal electrical infrastructure 
network for both credit and prepaid electrical 
metering 

(3 574) Total number of both 
credit and prepaid electrical 
metering 
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KPI 

no. 

Indicator name per the annual performance report 

Reported achievement per the 
annual performance report 

3 

Provide sanitation services to properties which are 
connected to the municipal waste water 
(sanitation/sewerage) network 

(3 014) Total number of 
households provided with 
sanitation/sewer services 

4 

Collection and disposal of waste from al properties in 
the municipal areas 

2 795 total number of households 
provided with collection and 
disposal of waste 

5 

Provide free basic water in terms of the equitable 
share requirements to indigent account holders 

1 350 indigents registered 

11 

Closure of existing landfill site and establishment of 
new Danielskuil waste site 

Only project designs received 

12 

Upgrading and refurbishment of the existing 
electrical main sub-station 

Final budget quote/estimate was 
received from Eskom on 
05/May/2019 


Various indicators 

54. A comparison between the planned and actual performance for the year under review and 
previous year was not included in the annual performance report for the following indicators: 


KPI 

no. 

KPI (annual performance 
report) 

18-19 actual 

performance 

17-18 actual 

performance 

(current year 

annual 

performance 

report) 

17-18 

performance 
per previous 
year’s annual 
performance 
report 

1 

Provide clean piped water 
to all formal residential 
properties which are 
connected to the municipal 
water infrastructure network 

Full compliance with 
SANS 241-:2015 
requirements 

Fully effective 

3 045 

2 

Provide electricity to formal 
residential properties 
connected to the municipal 
electrical infrastructure 
network for both credit and 
prepaid electrical metering 
as at 30 June 2019 

(3 574) Total number of 
both credit and prepaid 
electrical metering 

Fully effective 

3 083 

3 

Provide sanitation services 
to properties which are 
connected to the municipal 
waste water (sanitation 
/sewerage) network 

(3 014) Total number of 
households provided 
with sanitation/sewer 
services 

Fully effective 

3 033 
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KPI 

no. 

KPI (annual performance 
report) 

18-19 actual 

performance 

17-18 actual 

performance 

(current year 

annual 

performance 

report) 

17-18 

performance 
per previous 
year’s annual 
performance 
report 

4 

Collection and disposal of 
waste from all properties in 
the Municipal areas 

2 795 total number of 
households provided 
with collection and 
disposal of waste 

Fully effective 

3 061 

5 

Provide free basic water in 
terms of the equitable share 
requirements to indigent 
account holders 

1 350 indigents 
registered 

Fully effective 

1 277 

6 

Provide free basic 
electricity to 1 500 
registered indigent account 
holders connected to the 
municipal electrical 
infrastructure network 

1 350 indigents 
registered 

Fully effective 

1 277 

7 

Provide free basic 
sanitation services to 1 500 
registered indigent account 
holders which are 
connected to the municipal 
wastewater(sanitation 
/sewerage) network & are 
billed for sewerage service, 
irrespective of the number 
of water closets (toilets) 

1 350 indigents 
registered 

Fully effective 

1 277 

8 

Provide free basic refuse 
removal, refuse dumps and 
solid waste disposal to 

1 500 registered indigent 
account holders 

1 350 indigents 
registered 

Fully effective 

1277 

10 

Upgrading of the existing 
waste water treatment 
works 

85% project work done 

Not fully 
effective 

48% 


Collection and disposal of waste from all properties in the Municipal areas 

55. The planned indicator and target were, 80% collection and disposal of waste from all properties 
with Municipal account as at 30 June 2019, but the reported achievement referred to was 3698 
total number of households provided with collection and disposal of waste 

Other matter 

56.1 draw attention to the matter below. 
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Achievement of planned targets 

57 Refer to the annual performance report on pages x to x for information on the achievement of 
planned targets for the year. This information should be considered in the context of the material 
findings on the usefulness and reliability of the reported performance information in paragraphs 
x to x of this report. 

Adjustment of material misstatements 

58. i identified material misstatements in the annual performance report submitted for auditing. 
These material misstatements were on the reported performance information of basic service 
delivery: service delivery and infrastructure development. As management subsequently 
corrected only some of the misstatements, I raised material findings on the usefulness of the 
reported performance information. Those that were not corrected are reported above. 


Report on the audit of compliance with legislation 


Introduction and scope 

59. In accordance with the PAA and the general notice issued in terms thereof, I have a responsibility 
to report material findings on the compliance of the municipality with specific matters in key 
legislation. I performed procedures to identify findings but not to gather evidence to express 
assurance. 

60. The material findings on compliance with specific matters in key legislation are as follows: 

Annual financial statements and annual reports 

61. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122(1) of the MFMA. Material misstatements of non- 
current assets, current assets, liabilities, revenue, expenditure and disclosure items identified by 
the auditors in the submitted financial statements were subsequently corrected and the 
supporting records were provided subsequently, but the uncorrected material misstatements and 
supporting records that could not be provided resulted in the financial statements receiving a 
disclaimer audit opinion. 

Expenditure management 

62. Reasonable steps were not taken to prevent irregular expenditure, as required by section 
62(1 )(d) of the MFMA. The full extent of the irregular expenditure could not be quantified as 
indicated in the basis for qualification paragraph. The majority of the disclosed irregular 
expenditure was caused by supply chain processes that were not followed. 

63. Reasonable steps were not taken to prevent fruitless and wasteful expenditure of R795 287 
disclosed in note 47 to the financial statements, in contravention of section 62(1 )(d) of the MFMA. 


15 



The majority of the disclosed fruitless and wasteful expenditure was caused by interest paid on 
outstanding payments. 

64. Reasonable steps were not taken to prevent unauthorised expenditure, as required by section 
62(1 )(d) of the MFMA. The full extent of the unauthorised expenditure could not be quantified as 
indicated in the basis for qualification paragraph. The majority of the disclosed unauthorised 
expenditure was caused by over expenditure. 

Revenue management 

65. An effective system of internal control for debtors and revenue was not in place, as required by 
section 64(2)(f) of the MFMA. 

66.1 was unable to obtain sufficient appropriate audit evidence that revenue due to the municipality 
was calculated on a monthly basis, as required by section 64(2)(b) of the MFMA. 

67.1 was unable to obtain sufficient appropriate audit evidence that accounts for municipal tax and 
charges for municipal services were prepared at least monthly, as required by section 64(2)(c) 
of the MFMA. 

Asset management 

68. An effective system of internal control for assets was not in place, as required by section 63(2)(c) 
of the MFMA 

Liability management 

69. An adequate management, accounting and information system which accounts for liabilities was 
not in place, as required by section 63(2)(a) of the MFMA. 

70. An effective system of internal control for liabilities was not in place, as required by section 
63(2)(c) of the MFMA. 

Strategic planning and performance management 

71. The SDBIP for the year under review did not include monthly revenue projections by source of 
collection and the monthly operational and capital expenditure by vote as required by section 1 
of the MFMA. 

72. Performance targets were not set for each of the KPIs for the financial year, as required by 
section 41(1)(b) of the Municipal Systems Act and municipal planning and performance 
management regulation 12(1). 

Procurement and contract management 

73. Some goods and services with a transaction value below R200 000 were procured without 
obtaining the required price quotations, in contravention of by SCM regulation 17(a) and (c). 
Similar non-compliance was also reported in the previous year. 
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74. Invitations for competitive bidding were not advertised for a required minimum period of days, in 
contravention of SCM regulation 22(1) and 22(2). Similar non-compliance was also reported in 
the previous year. 

75. Some contracts were awarded to bidders that did not score the highest points in the evaluation 
process, as required by section 2(1 )(f) of Preferential Procurement Policy Framework Act and 
Preferential Procurement Regulations. Similar non-compliance was also reported in the previous 
year. 

76. The performance of some of the contractors was not monitored on a monthly basis, as required 
by section 116(2)(b) of the MFMA. Similar non-compliance was also reported in the prior year. 

Human resource management 

77. Appropriate systems and procedures to monitor, measure and evaluate performance of staff 
were not developed and adopted, as required by section 67(1 )(d) of the Municipal Systems Act. 

78.1 was unable to obtain sufficient appropriate audit evidence that the performance evaluation was 
performed before the bonus was paid to the municipal manager, as required by section 57(4B) 
of the Municipal Systems Act and municipal performance regulation 8(2). 

Consequence management 

79. Some of the unauthorised expenditure by the municipality was not investigated to determine if 
any person is liable for the expenditure, as required by section 32(2)(a) of the MFMA. 

80. Some of the irregular expenditure by the municipality were not investigated to determine if any 
person is liable for the expenditure, as required by section 32(2)(b) of the MFMA. 

81. Some of the fruitless and wasteful expenditure by the municipality was not investigated to 
determine if any person is liable for the expenditure, as required by section 32(2)(b) of the MFMA. 


Other information 

82. The accounting officer is responsible for the other information. The other information comprises 
the information included in the annual report. The other information does not include the financial 
statements, the auditor's report and the key performance area presented in the annual 
performance report that has been specifically reported in this auditor’s report. 

83. My opinion on the financial statements and findings on the reported performance information and 
compliance with legislation do not cover the other information and I do not express an audit 
opinion or any form of assurance conclusion thereon. 

84. In connection with my audit, my responsibility is to read the other information and, in doing so, 
consider whether the other information is materially inconsistent with the financial statements 
and the selected key performance area presented in the annual performance report, or my 
knowledge obtained in the audit, or otherwise appears to be materially misstated. 


17 



85.1 did not receive the other information prior to the date of this auditor’s report. When I do receive 
and read this information, if I conclude that there is a material misstatement therein, I am required 
to communicate the matter to those charged with governance and request that the other 
information be corrected. If the other information is not corrected, I may have to retract this 
auditor’s report and re-issue an amended report as appropriate. However, if it is corrected this 
will not be necessary 


Internal control d eficiencies _ 

86.1 considered internal control relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my objective was 
not to express any form of assurance on it. The matters reported below are limited to the 
significant internal control deficiencies that resulted in the basis for the disclaimer of opinion, the 
findings on the annual performance report and the findings on compliance with legislation 
included in this report. 

87 Leadership compiled an action plan based on the audit report findings; however, they did not 
adequately monitor the existing action plan. This resulted in material findings recurring in the 
current financial year. 

88. Effective financial systems of internal controls and their management had not been implemented 
to ensure accurate financial statements. The preparation and review of the financial statements 
was not adequately planned to ensure a comprehensive review of year-end adjustments and 
reconciliation before submission to the auditors, resulting in material misstatements. 

89. The municipality did not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial 
statements. 

90. Officials lacked an understanding of the National Treasury Framework for Programme 
Performance Information (FMPPI) during the preparation of the annual performance report. 

91. The design and implementation of formal controls over information technology systems were not 
adequate to ensure the reliability of the systems and the availability, accuracy and protection of 
information. The underlying systems and controls were not adequate to provide reliable evidence 
to support the financial statements. 

92. The municipality did not comply with applicable legislation. Material findings on compliance with 
legislation were raised in the year under review. The municipality’s internal processes and 
system did not prevent material non-compliance and irregular, unauthorised and fruitless and 
wasteful expenditure. 


Other reports 


93.1 draw attention to the following engagements conducted by various parties that had, or could 
have, an impact on the matters reported in the municipality’s financial statements, reported 
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performance information, compliance with applicable legislation and other related matters. These 
reports did not form part of my opinion on the financial statements or my findings on the reported 
performance information or compliance with legislation. 

94. The Directorate for Priority Crime Investigation (Hawks) are investigating allegations of 
irregularities in the supply chain management processes applied by the municipality as well as 
theft. These proceedings were in progress at the date of this report. 



Kimberley 


30 November 2019 



auditor gemeral 

SOUTH AFRICA 


Auditing to build public confidence 
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